Testimony of Leon Drolet, Chair of the MI Taxpayers Alliance
02-09-11 meeting of the Senate Finance Committee

1. Income decline of MI taxpayers:

a. Michigan’s per-capita income fell 6.2% from 2000 to 2009, when 'adjusted
for inflation, according to the Federal Bureau of Economic Analysis.
Michigan per-capita income declined from $36,618 to $34,334.

b. Only six other states experienced income decline during the past decade.
Michigan’s income decline was the worst in the nation.

2. How does the typical taxpayer spend their income?

a. According to inflation-adjusted data from the Federal Bureau of Labor
Statistics” Consumer Expenditure Survey, Midwestern taxpayers
responded to income decline by spending:

i. 21.7% less on transportation in 2008 than they did in 2000
ii. 38.8% less on clothing
iii. 32.9% less on furniture
iv. 13.5% less on alcohol

v. 7.9% less on food

b. Taxpayers increased mﬂatlon-adjusted spending most significantly in the
following areas:

i. Health insurance spending up 41.4%
ii. Education spending up 32.7%
iii. Natural gas spending up 29.7%
iv. Property taxes up 28.2%
v. Gasoline up 14.8%
vi. Water and other public services up 14.2%
vii. Electricity up 7.7%

c¢. Michigan taxpayers experienced greater income stress than any
Midwestern state, so Michigan taxpayers generally faced more difficuit
income allocation choices than the Midwest average compiled by the BLS.

3. Gross tax burden decreases on Michigan taxpayers:
a. Michigan taxpayers spent less on goods and services resulting in an

inflation-adjusted sales tax burden reduction of 14.2% from 2000 to 2008
according to US Census Bureau data.




b. Michigan’s income tax collections fell due to reduced incomes by 20.9%,
despite the 2007 12% increase in the state income tax.

¢. Michigan’s corporate tax collections fell by an 21.4% despite the MBT tax
increase of 2007, according to the Michigan Department of the Treasury.

d. The largest percent increases in tax collections were an 18.9% increase in
property tax collections (MI Treasury Dept. data) and a 42% increase in

selective sales taxes (alcohol taxes, tobacco taxes, etc.).

€. Michigan overall tax burden per capita declined by 4.3% from 2000 to
2009. :

4. Net tax burden increases on Michigan taxpayers
a. While the gross tax burden fell 4.3% since 2000, income fell 6.2%.

b. The tax burden per job increased from $8,415 per employed taxpayer
in 2000 to $9,047 per employed taxpayer in 2008.

5. What should taxpayers cut?
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